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CITY ATTORNEY PRODUCES EVIDENCE OF FURTHER ILLEGAL 
PENSION BENEFITS IN 1996 AND 2002: INTERIM REPORT #12 

City employees purchased thousands of years of service at discounted rates 
 

San Diego, CA – City Attorney Michael Aguirre released today Interim Report #12, Report on Scheme to 
Price San Diego City Employees’ Retirement System (SDCERS) Pension Service Credits Below Cost in 
Violation of California Law. The report investigates an allegedly illegal scheme that allowed City 
Employees to purchase pension service credits, or years of service that were not actually worked in order to 
increase pension benefits. Priced by the SDCERS Board, the pension credits were sold at a discount to city 
employees, resulting in nearly $80 million in pension liabilities. To date, the total debt to the City’s pension 
system as a result of illegal benefits granted in 1996 and 2002 by the City Council stands at $1.5 billion.  
The debt must be paid by City taxpayers unless the benefits are rescinded. 
 
“The totality of the wrongdoing – 1) exchanging an increase in pension benefits for a decrease in funding; 
2) the creation of new benefits without any funding source; 3) the concealment of the actual debt to City 
investors; and 4) the illegal pricing of pension service credits – reveals a composite and consistent pattern 
of unions lining the pockets of City employees while picking the pockets of the taxpayers,” said Aguirre. 
 
Under the pension credit scheme, proposed in 1996 and continued in 2002 under Manager’s Proposals I and 
II (MPI and MPII), City employees purchased more than 12,000 years of service that they did not earn. 
Despite warnings by the pension system’s actuary, the SDCERS Board and City Council approved the 
scheme and, in fact, purchased Pension Service Credits under the arrangement.  
 
“The City still does not have a financial plan in place to address the mounting pension debt or to halt the 
continued underfunding of the System,” said Aguirre. “I’m calling on the City Council to rescind all illegal 
benefits and, as to the purchase of service credits, refund the money to employees who purchased them, 
with interest.”  
 
A copy of Interim Report #12 is available on the City Attorney’s Web site at www.cityattorney.org. 
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